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SUBJECT:  LLOYD  SECURES  INSURANCE  EXTENSION 
REF:  LA  PAZ  1518  (AND  PREVIOUS) 

^1 . (SBU)  Summary:  Bolivia's  national  airline,  Lloyd  Aereo 
Boliviano,  narrowly  avoided  collapse  June  15  by  securing  a 
new  extension  on  its  aircraft  insurance,  set  to  expire  the 
same  day.  The  extension  will  allow  the  carrier  to  continue 
operating,  but  with  board  members'  June  15  decision  to  resign 
en  masse  and  control  now  in  the  hands  of  a workers ' 
committee,  operations  will  likely  be  sporadic  at  best.  Four 
prefects'  recent  offer  to  invest  $20  million  to  save  the 
airline  may  yield  few  results,  and  with  only  three  aircraft, 
numerous  flight  cancellations,  and  deepening  financial 
difficulties,  bankruptcy  may  remain  the  most  probable  outcome 
(reftel).  End  summary. 

^2.  (SBU)  Bolivia's  national  airline,  Lloyd  Aereo  Boliviano, 
narrowly  avoided  collapse  June  15  by  securing  a new  extension 
on  its  aircraft  insurance,  set  to  expire  the  same  day. 
According  to  William  Scarborough,  Cochabamba  Consular  Agent 
and  president  of  Lloyd's  audit  committee,  the  carrier  paid 
part  of  its  estimated  $600,000  debt  to  its  insurance  company 
and  promised  to  pay  the  remainder  over  the  next  several 
weeks.  The  extension  will  allow  the  carrier  to  continue 
operating,  but  with  board  members'  June  15  decision  to  resign 
en  masse  and  control  now  in  the  hands  of  a workers ' 
committee,  operations  will  likely  be  sporadic  at  best. 

^3.  (SBU)  Earlier  this  week,  Cochabamba  Prefect  Manfred  Reyes 
Villa,  along  with  his  counterparts  in  Beni,  Pando,  and 
Tarija,  reportedly  offered  to  invest  $20  million  to  save  the 
airline.  The  four  governors  have  not  released  the  details  of 
their  proposed  plan,  but  according  to  Scarborough, 
negotiations  with  Lloyd  executives  may  be  underway. 

Concluding  them,  however,  may  be  difficult,  as  Lloyd's  chief 
executive,  Ernesto  Asbun,  is  reportedly  in  hiding,  unwilling 
to  reveal  his  whereabouts  for  fear  of  physical  reprisal  from 
airline  employees  blaming  him  for  Lloyd's  problems. 

J.4 . (SBU)  Comment:  The  prefects'  offer  may  yield  few  results. 


and  with  only  three  aircraft,  numerous  flight  cancellations, 
and  deepening  financial  difficulties,  bankruptcy  may  remain 
the  most  probable  outcome  (ref tel).  Lloyd  has  stumbled  along 
since  the  February  pilots'  strike  that  initiated  the  crisis, 
but  it  can  continue  only  so  long.  Its  situation  is 
increasingly  desperate,  debts  continue  to  mount,  and  a viable 
solution  is  far  from  evident.  End  comment. 
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